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SUBJECT: JAPANESE AID TO SOUTH VIETNAM 

1. ON MARCH 28 EMBOFF REVIEWED WITH FONOFF REPS IN ECONOMIC 
COOPERATION AND ASIAN AFFAIRS BUREAUS STATUS OF PENDING GOJ 
LOAN AND GRANT AID TO SOUTH VIETNAM. THEY PROVIDED FOL- 
LOWING INFO: 

2. ACCORDING TO SEZAKI, DEPUTY DIRECTOR. FIRST ECONOMIC 
COOPERATION DIVISION, GOJ AND GVN EXCHANGED NOTES ON 28 
MAR WHICH COMMIT GOJ TO NEW COMMODITY LOAN OF 9 BILLION 
YEN (39.9 MILLION DOLLARS AT 291 YEN/DOLLAR). LOAN WILL 

BE UNTIED FOR LDC PROCUREMENT; TERMS WILL BE 2.75 PERCENT 
INTEREST, WITH REPAYMENT OVER THIRTY YEARS (INCLUDING 
TEN YEARS' GRACE). LIST OF COMMODITIES NOT YET COMPLETE 
SAID SEZAKI, BUT, WITH EYE ON QUICK DISBURSEMENT, SUB- 
STANTIAL AMOUNT OF LOAN WILL BE FOR PURCHASE OF JAPANESE 
FERTILIZER. FONOFF ANTICIPATES GVN FINANCE MINISTER 
WILL COME TO TOKYO AROUND APRIL 10 TO SIGN LOAN AGREE- 
MENT (NEXT STEP IN DISBURSEMENT PROCESS). HE MAY WELL 
REQUEST ADDITIONAL AID AT THAT TIME. 

3. RE FUTURE AID, SEZAKI SAID FONOFF CONTEMPLATES NO 
NEW LOANS IN IMMEDIATE FUTURE, BUT PLANS TO REVIEW 
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FOR OCTOBER. ANY NEW LOAN AID WILL BE ONLY FOR COM 
MODITIES; GOJ EMBASSY SAIGON HAS RECOMMENDED, AND FONOFF 
CONCURS, THAT SECURITY SITUATION IN RVN AT PRESENT PRE- 
CLUDES GOJ PROJECT AID IN NEAR FUTURE. IN RECOGNITION 
OF PRESENT REALITIES, LOAN JUST AGREED TO WILL BE 
CHARACTERIZED BY GOJ AS AID FOR STABILIZATION OF ECONOMY 
AND WELFARE OF PEOPLE, RATHER THAN AS RECONSTRUCTION 
AND STABILIZATION AID. 

4. RE INDOCHINA DONORS' MEETING, SEZAKI SAID FONOFF 
CONSIDERS IT MOST UNLIKELY THAT MEETING WILL BE HELD 
AS TENTATIVELY SCHEDULED IN JUNE, BUT THAT IF IT IS 
HELD GOJ WILL ATTEND. 

5. TSUKADA, FIRST SOUTHEAST ASIA DEPUTY DIRECTOR, TOLD 
EMBOFF THAT NEGOTIATIONS RE NEW GOJ GRANT AID OF 7 
BILLION YEN (24 MILLION DOLLARS) WERE IN QTE VERY 
FINAL STAGE UNQTE. GRANT WILL BE USED FOR PURCHASE 
OF BULLDOZERS, CONSTRUCTION MATERIALS FOR REFUGEE 
CENTERS, MEDICINES, AND VEHICLES FOR PROVISION OF 
HEALTH SERVICES. DURING EARLIER CONVERSATION, SEZAKI 
SAID SOME OF THIS GRANT AID WOULD HAVE GONE TO RFUGEE 
CAMPS IN AREAS NOW OVERRUN. THUS, GOJ IS NOW EXPLORING 
WITH GVN USES TO WHICH MONEY WILL BE PUT. 
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